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 3Q07: Facility Closure Hurts More than Expected; See a Better 4Q 
  

 Facility closure impacts 3Q — We underestimated the impact of the Assam 

facility lockout for 7 weeks in 3Q. This facility contributes almost 30% of HUL’s 
personal care sales. The lockout affected profits in more than one way: 

1. Personal care sales growth slowed to 4%, against our estimate of 8%. We 
were building in a slowdown, but the extent of this surprised us.  

2. Lower margins: Personal care is the highest margin segment for HUL and 
lower sales hurt overall margins. On top, personal care margins declined 
by 255bps as well, absorbing the fixed costs of a shut facility.  

3. Higher taxes: The Assam facility is a tax-free facility and products 
manufactured here are exempt from excise and income tax. Lower 
production in Assam resulted in a higher income and excise tax rate in 3Q. 

 Primary sales continue to be strong — According to HUL management, overall 

demand continued to be strong and HUL’s sales growth suffered only on 
account of supply-side disruptions. The Assam facility is back in operation 
now, and 4Q will see strong recovery in personal care sales and margins.    

 Market shares are stable — In addition, HUL’s market shares across most of its 

segments, including personal care, are stable in 3Q, suggesting steady primary 
sales and corroborating the management view that growth will recover in 4Q.  

 Maintain Buy (1L) — Maintain Buy (1L) rating with TP of Rs254. HUL’s stock 

price correction of 5.2% following the results enhances the buying opportunity. 
 

Statistical Abstract             
                

Year to Net Profit Diluted EPS EPS growth P/E P/B ROE Yield

31 Dec (RsM) (Rs) (%) (x) (x) (%) (%)

2005A 14,082 6.40 17.6 33.4 20.4 64.0 2.5

2006A 18,554 8.43 31.8 25.4 19.2 78.0 3.2

2007E 17,624 8.01 -5.0 26.7 18.6 70.8 3.2

2008E 20,709 9.41 17.5 22.7 18.0 80.7 3.7

2009E 23,949 10.88 15.6 19.7 17.4 90.1 4.3

Source: Powered by dataCentral          

Buy/Low Risk 1L

Price (31 Oct 07) Rs213.90
Target price Rs254.00
Expected share price return 18.7%
Expected dividend yield 3.4%
Expected total return 22.2%

Market Cap Rs471,463M
  US$11,983M
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Fiscal year end 31-Dec 2005 2006 2007E 2008E 2009E

Valuation Ratios

P/E adjusted (x) 33.4 25.4 26.7 22.7 19.7
EV/EBITDA adjusted (x) 31.2 27.0 23.4 19.6 16.6
P/BV (x) 20.4 19.2 18.6 18.0 17.4
Dividend yield (%) 2.5 3.2 3.2 3.7 4.3
Per Share Data (Rs)

EPS adjusted 6.40 8.43 8.01 9.41 10.88
EPS reported 6.40 8.43 8.01 9.41 10.88
BVPS 10.47 11.15 11.47 11.86 12.30
DPS 5.39 6.74 6.81 8.00 9.25

Profit & Loss (RsM)

Net sales 110,605 121,034 135,406 150,816 166,166
Operating expenses -97,416 -105,855 -117,872 -129,773 -141,439
EBIT 13,189 15,179 17,534 21,043 24,727
Net interest expense -192 -107 -150 -150 -150
Non-operating/exceptionals 3,048 3,545 3,722 3,909 4,104
Pre-tax profit 16,046 18,617 21,106 24,802 28,681
Tax -2,500 -3,220 -3,483 -4,092 -4,732
Extraord./Min.Int./Pref.div. 536 3,157 0 0 0
Reported net income 14,082 18,554 17,624 20,709 23,949
Adjusted earnings 14,082 18,554 17,624 20,709 23,949
Adjusted EBITDA 14,434 16,481 18,903 22,481 26,233
Growth Rates (%)
Sales 11.4 9.4 11.9 11.4 10.2
EBIT adjusted 0.2 15.1 15.5 20.0 17.5
EBITDA adjusted 0.4 14.2 14.7 18.9 16.7
EPS adjusted 17.6 31.8 -5.0 17.5 15.6

Cash Flow (RsM)
Operating cash flow 24,786 17,756 19,750 24,463 27,908
Depreciation/amortization 1,245 1,302 1,370 1,438 1,506
Net working capital 9,460 -2,099 757 2,316 2,454
Investing cash flow 1,509 -714 -2,845 -4,598 -4,936
Capital expenditure -645 -1,000 -1,000 -1,000 -1,000
Acquisitions/disposals 2,154 286 -1,845 -3,598 -3,936
Financing cash flow -27,530 -16,720 -16,905 -19,865 -22,972
Borrowings -14,142 31 0 0 0
Dividends paid -13,388 -16,750 -16,905 -19,865 -22,972
Change in cash -1,235 323 0 0 0

Balance Sheet (RsM)
Total assets 64,809 70,265 74,993 81,442 88,177
Cash & cash equivalent 3,550 6,000 6,000 6,001 6,001
Accounts receivable 10,623 13,027 14,498 16,079 17,673
Net fixed assets 14,835 14,534 14,164 13,726 13,221
Total liabilities 41,752 45,728 49,738 55,343 61,101
Accounts payable 29,594 31,383 34,734 38,332 41,956
Total Debt 569 600 600 600 600
Shareholders' funds 23,056 24,537 25,255 26,100 27,076

Profitability/Solvency Ratios (%)

EBITDA margin adjusted 13.0 13.6 14.0 14.9 15.8
ROE adjusted 64.0 78.0 70.8 80.7 90.1
ROIC adjusted nm na na na na
Net debt to equity -12.9 -22.0 -21.4 -20.7 -19.9
Total debt to capital 2.4 2.4 2.3 2.2 2.2

For further data queries on Citigroup's full coverage 
universe please contact CIR Data Services Asia Pacific at 
CitiResearchDataServices@citigroup.com
or +852-2501-2791
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3Q07 Results Analysis 

1. Sales: 3Q07 sales grew 9.7% yoy, below our expectations. The key 

negative surprise was significant slowdown in personal care sales, which 
grew only 4% yoy against our expectations of 8% growth. Personal care 
products sales were affected on account of a 7-week closure of a facility 
(Assam) that manufactures personal products. The facility was locked out 
on account of labor-related issues. According to the management, this 
facility accounts for almost 30% of personal products production. While we 
were factoring in the closure of this facility into our estimates, we did not 
anticipate such a sharp slowdown, as we expected HUL to be able to shift 
its production to its other facilities. According to the HUL management, 
while manufacturing was shifted to other facilities, the company had to 
prioritize ‘Fair & Lovely’ and ‘Clinic All Clear’ brands, as these were re-
launched in 3Q. As a result, oral care and other skin creams production 
suffered adversely. However, secondary sales continued to remain strong, 
and the slowdown was more on account of HUL not being able to feed the 
demand. The Assam facility is back in operation since September, and 
management expects personal products sales to get back on track in 4Q. 
As such, given that pipeline inventories are below average levels, we 
expect a strong spike up in personal care products sales in 4Q. Soaps and 
detergents sales grew 12.8%, as per our expectations, while foods and 
beverages grew 26.6% and 13%, respectively. Detergents sales grew 
slightly ahead of soaps segment. Soaps segment has been witnessing a 
slowdown in volumes post price hikes to mitigate cost pressure, and 
growth has been price led. We need to wait and see if HUL would be able 
to take further price hikes on soaps without further affecting volumes.  

2. Margins: EBITDA margins in 2Q were flat (up about 16bps), against our 

expectations of a 100bps margin expansion. While overall advertising 
expenditure was down by 56bps, margin expansion did not come through, 
mainly on account of an inferior product mix (lower proportion of higher 
margin personal care sales) as well as the impact of the Assam factory 
closure. Gross margins were flat (15bps increase) despite higher raw 
material costs, mainly on account of price hikes affected by HUL. Soaps 
and detergents EBIT margins improved 436bps, driving 52.7% EBIT 
growth for the segment. However, personal products segment EBIT 
declined 255bps, which management has attributed to facility closure 
resulting in an adverse impact on operating efficiency as well as higher 
excise payout and higher advertising expenditure on the segment. Personal 
products segment is the most profitable segment for HUL, and we would 
be concerned it its margins are not restored in 4Q.  

3. Profits: Pre-exceptional net profits grew 6.9% yoy, pared by a higher tax 

rate, which increased 250bps yoy. The higher tax rate was on account of 
lower production from the Assam facility, which is a tax-free manufacturing 
unit. Management has guided at full-year tax rate close to about 19%, we 
therefore expect 4Q tax rate to be lower than 3Q.  
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Figure 1. HUL – 3Q07 Results Summary (Rupees in Million, Percent) 

Year to 31 Dec 3Q2006 3Q2007 % Change
Net Sales 30,660.1 33,646.3 9.7
Domestic FMCG 27,240 29,976.3 10.0
Exports 3,270.0 3,135.8 -4.1
Other sales 480.0 534.2 11.3
Total Expenses -26,631.3 -29,170.4 9.5
EBITDA 4,028.8 4,475.9 11.1
EBITDA margin (%) 13.1 13.3 16 bps
Interest -34.3 -67.5 96.8
PBDT 3,994.5 4,408.4 10.4
Depreciation -320.3 -352.9 10.2
Other Income 968.1 1,058.6 9.3
PBT 4,642.3 5,114.1 10.2
Tax -812.3 -1,021.1 25.7
Tax rate (%) 17.5 20.0 247 bps
Net profit pre exceptional 3,830.0 4,093.0 6.9
Net margin (%) 12.5 12.2 -33 bps
Exceptional Items 1,377.4 -12.4 -100.9
Net profit post exceptional 5,207.4 4,080.6 -21.6

Source: Company Reports 

Figure 2. HUL – 3Q07 Key Costs (Rupees in Million, Percent) 

Year to 31 Dec 3Q2006 3Q2007 % Change
Sales 30,660.1 33,646.3 9.7
Total Expenses 26,631.3 29,170.4 9.5
Raw/Packing Material 16,226.1 17,856.5 10.0
As % of Sales 52.9 53.1 15 bps
Employee Costs 1,773.4 1,919.0 8.2
As % of Sales 5.8 5.7 -8 bps
Advertising and Sales Promotion 3,402.5 3,545.9 4.2
As % of Sales 11.1 10.5 -56 bps
Other Expenses 5,229.3 5,849.0 11.9
As % of Sales 17.1 17.4 33 bps

Source: Company Reports 

Figure 3. HUL – 3Q07 Segment Revenues (Rupees in Million) 

Year to 31 Dec (Revenues) 3Q2006 3Q2007 % Change
Soaps and detergents 13,933.0 15,721.5 12.8
Personal care products 8,538.2 8,875.9 4.0
Foods 1,310.7 1,659.9 26.6
Beverages 3,455.4 3,905.1 13.0
Exports 3,273.7 3,135.8 -4.2
Others 480.0 642.1 33.8
Overall segmental sales 30,991.0 33,940.3 9.5

Source: Company Reports 
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Growth Should Pick Up in 4Q 

We expect sales growth and margins to pick up in 4Q, given that the Assam 
facility is back to its normal production levels. Management has stated that 
primary sales growth levels continue to remain stable, and market shares for 
HUL (based on primary sales) have been stable in 3Q, suggesting a run down 
in personal care pipeline inventories. These are likely to be restored in 4Q, and 
as such, there could be positive surprises in personal care sales growth.  

 

Figure 5. HUL's Market Share Trend (%) 

 3Q06 3Q07 Change
Soaps 53.8 52.9 -90bps
Detergents 35.5 37.7 +20bps
Utensil Cleaners 56.2 57.1 +90bps
Toothpaste 30.7 30 -70bps
Shampoos 48.6 47.7 -90bps
Skin Creams 54.4 55 +60bps
Tea  25.8 24.6 -120bps

Source: Company Reports (Sourced from AC Nielson) 

 
 

Hindustan Unilever 

Company description 

HUL is the largest consumer non-durables company in Asia. 51%-owned by 
the Unilever Group, HUL has one of the best-managed businesses in India, in 
our view, and a record of steady growth spanning decades. It has a diversified 
product portfolio, including fabric wash, personal care, tea, coffee and staple 

Figure 4. HUL – 3Q07 Segment Profitability (Rupees in Million, Percent) 

Year to 31 Dec (EBIT) 3Q2006 3Q2007 % Change
Soaps and detergents 1,720.0 2,625.8 52.7
Margin (%) 12.3 16.7 436 bps
Personal care products 2,283.6 2,147.2 -6.0
Margin (%) 26.7 24.2 -255 bps
Foods 39.0 36.5 -6.4
Margin (%) 3.0 2.2 -78 bps
Beverages 477.1 561.8 17.8
Margin (%) 13.8 14.4 58 bps
Exports 205.2 63.3 -69.2
Margin (%) 6.3 2.0 -425 bps
Others -154.5 -329.1 113.0
Margin (%) -0.5 -1.0 -47 bps

Source: Citi Investment Research 
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foods. Some of the strongest brands in India such as Lifebuoy, Lux, Surf, 
Wheel, Lakme, Ponds and Lipton are from the HUL stable. 

Investment strategy 

We have a Buy/Low Risk (1L) rating on the stock. HUL's valuations look 
attractive after the recent sell-off. The stock is trading at the lower end of its 
historical trading range and offers downside protection, in our view. HUL's 
fundamentals are looking up, with a significant pick-up in growth on improving 
demand from the urban as well as rural segments, especially in the rural areas. 
Management has increased its focus on market-share gains and as a result 
investment in brands has picked up. The company has been aggressively 
launching new product variants and has also undertaken product re-launches, 
which we believe will continue. With the high-end personal-care segment 
growing faster, the product mix is also improving. We believe margins could 
also surprise on the upside, driven by price hikes and declines in commodity 
prices. Margins have been under pressure in the past few quarters, and we 
believe they have bottomed. 

Valuation 

HUL's fairly steady stream of earnings makes P/E a good tool to value the 
stock. Our target price of Rs254 is based on what we think is a conservative 
multiple of 27x 2008E P/E, at the mid-end of the stock's historical trading band 
of 20-35x, over the past 8 years. We choose mid-end as we expect a re-rating 
for the stock given that its operating parameters are improving. We do not use 
a top-end multiple, as competitive intensity has increased over last few years 
and the environment in which HUL operates is not as conducive as before. At 
27x P/E, HUL would trade at a 40% premium to the Sensex. The company has 
historically enjoyed more than a 100% premium to the Sensex owing to its high 
capital-efficiency ratios and consistent earnings growth. However, we do not 
expect the stock to re-trace to its historical high premium, given that the 
company now operates in a different competitive landscape, with higher 
competitive intensity and a lower margin profile. On EV/EBITDA, we believe the 
stock should trade at 24x 2008E EV/EBITDA, which gives a fair value of close 
to Rs250. The stock's trading band has been 20-30x over the past three years. 

Risks 

We rate HUL as Low Risk because the company operates in branded consumer 
products and has a diversified product portfolio. The Low Risk rating is 
consistent with our quantitative risk rating system which tracks the 260-day 
share price volatility of the shares. The most significant risk to our target price 
is the possibility of a prolonged battle for market share with other MNC peers 
as well as Indian companies. HUL is leveraged equally to the rural and the 
urban economies and, as such, any dislocation would affect the company's 
performance. Although the company's brands have strong pricing power, in a 
challenging external environment price increases are limited. PG is 
aggressively seeking to increase its market share in detergents, shampoos and 
some other categories. Other downside risks include higher-than-expected raw-
material costs and the company's inability to deliver on top-line growth. 
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Smith Barney Pty Ltd. (ABN 19 009 145 555 and AFSL No. 240813), Participants of the ASX Group and regulated by the Australian Securities & Investments Commission.  
Citigroup Centre, 2 Park Street, Sydney, NSW 2000.  The Product is made available in Australia to Private Banking wholesale clients through Citigroup Pty Limited (ABN 88 
004 325 080 and AFSL 238098). Citigroup Pty Limited provides all financial product advice to Australian Private Banking wholesale clients through bankers and 
relationship managers.  If there is any doubt about the suitability of investments held in Citigroup Private Bank accounts, investors should contact the Citigroup Private 
Bank in Australia.  Citigroup companies may compensate affiliates and their representatives for providing products and services to clients.  The Product is made available 
in Brazil by Citigroup Global Markets Brasil - CCTVM SA, which is regulated by CVM - Comissão de Valores Mobiliários, BACEN - Brazilian Central Bank, 
APIMEC - Associação Associação dos Analistas e Profissionais de Investimento do Mercado de Capitais and ANBID - Associação Nacional dos Bancos de Investimento.  Av. 
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Paulista, 1111 - 11º andar - CEP. 01311920 - São Paulo - SP.  If the Product is being made available in certain provinces of Canada by Citigroup Global Markets (Canada) 
Inc. ("CGM Canada"), CGM Canada has approved the Product.  Citigroup Place, 123 Front Street West, Suite 1100, Toronto, Ontario M5J 2M3.  The Product may not be 
distributed to private clients in Germany. The Product is distributed in Germany by Citigroup Global Markets Deutschland AG & Co. KGaA, which is regulated by 
Bundesanstalt fuer Finanzdienstleistungsaufsicht (BaFin).  Frankfurt am Main, Reuterweg 16, 60323 Frankfurt am Main.  If the Product is made available in Hong Kong by, 
or on behalf of, Citigroup Global Markets Asia Ltd., it is attributable to Citigroup Global Markets Asia Ltd., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  
Citigroup Global Markets Asia Ltd. is regulated by Hong Kong Securities and Futures Commission.  If the Product is made available in Hong Kong by The Citigroup Private 
Bank to its clients, it is attributable to Citibank N.A., Citibank Tower, Citibank Plaza, 3 Garden Road, Hong Kong.  The Citigroup Private Bank and Citibank N.A. is regulated 
by the Hong Kong Monetary Authority.  The Product is made available in India by Citigroup Global Markets India Private Limited, which is regulated by Securities and 
Exchange Board of India.  Bakhtawar, Nariman Point, Mumbai 400-021.  The Product is made available in Indonesia through PT Citigroup Securities Indonesia.  5/F, 
Citibank Tower, Bapindo Plaza, Jl. Jend. Sudirman Kav. 54-55, Jakarta 12190.  Neither this Product nor any copy hereof may be distributed in Indonesia or to any Indonesian 
citizens wherever they are domiciled or to Indonesian residents except in compliance with applicable capital market laws and regulations. This Product is not an offer of 
securities in Indonesia. The securities referred to in this Product have not been registered with the Capital Market and Financial Institutions Supervisory Agency 
(BAPEPAM-LK) pursuant to relevant capital market laws and regulations, and may not be offered or sold within the territory of the Republic of Indonesia or to Indonesian 
citizens through a public offering or in circumstances which constitute an offer within the meaning of the Indonesian capital market laws and regulations.  If the Product 
was prepared by Citi Investment Research and distributed in Japan by Nikko Citigroup Limited ("NCL"), it is being so distributed under license.  If the Product was prepared 
by NCL and distributed by Nikko Cordial Securities Inc. or Citigroup Global Markets Inc. it is being so distributed under license. NCL is regulated by Financial Services 
Agency, Securities and Exchange Surveillance Commission, Japan Securities Dealers Association, Tokyo Stock Exchange and Osaka Securities Exchange. Shin-Marunouchi 
Building, 1-5-1 Marunouchi, Chiyoda-ku, Tokyo 100-6520 Japan.  In the event that an error is found in an NCL research report, a revised version will be posted on Citi 
Investment Research's Global Equities Online (GEO) website.  If you have questions regarding GEO, please call (81 3) 6270-3019 for help.  The Product is made available in 
Korea by Citigroup Global Markets Korea Securities Ltd., which is regulated by Financial Supervisory Commission and the Financial Supervisory Service.  Hungkuk Life 
Insurance Building, 226 Shinmunno 1-GA, Jongno-Gu, Seoul, 110-061.  The Product is made available in Malaysia by Citigroup Global Markets Malaysia Sdn Bhd, which is 
regulated by Malaysia Securities Commission.  Menara Citibank, 165 Jalan Ampang, Kuala Lumpur, 50450.  The Product is made available in Mexico by Acciones y Valores 
Banamex, S.A. De C. V., Casa de Bolsa, which is regulated by Comision Nacional Bancaria y de Valores.  Reforma 398, Col. Juarez, 06600 Mexico, D.F.  In New Zealand the 
Product is made available through Citigroup Global Markets New Zealand Ltd., a Participant of the New Zealand Exchange Limited and regulated by the New Zealand 
Securities Commission.  Level 19, Mobile on the Park, 157 lambton Quay, Wellington.  The Product is made available in Poland by Dom Maklerski Banku Handlowego SA an 
indirect subsidiary of Citigroup Inc., which is regulated by Komisja Papierów Wartosciowych i Gield.  Bank Handlowy w Warszawie S.A. ul. Senatorska 16, 00-923 Warszawa.  
The Product is made available in the Russian Federation through ZAO Citibank, which is licensed to carry out banking activities in the Russian Federation in accordance 
with the general banking license issued by the Central Bank of the Russian Federation and brokerage activities in accordance with the license issued by the Federal Service 
for Financial Markets.  Neither the Product nor any information contained in the Product shall be considered as advertising the securities mentioned in this report within the 
territory of the Russian Federation or outside the Russian Federation.  The Product does not constitute an appraisal within the meaning of the Federal Law of the Russian 
Federation of 29 July 1998 No. 135-FZ (as amended) On Appraisal Activities in the Russian Federation.  8-10 Gasheka Street, 125047 Moscow.  The Product is made 
available in Singapore through Citigroup Global Markets Singapore Pte. Ltd., a Capital Markets Services Licence holder, and regulated by Monetary Authority of Singapore.  
1 Temasek Avenue, #39-02 Millenia Tower, Singapore 039192.  The Product is made available by The Citigroup Private Bank in Singapore through Citibank, N.A., Singapore 
branch, a licensed bank in Singapore that is regulated by Monetary Authority of Singapore.  Citigroup Global Markets (Pty) Ltd. is incorporated in the Republic of South 
Africa (company registration number 2000/025866/07) and its registered office is at 145 West Street, Sandton, 2196, Saxonwold. Citigroup Global Markets (Pty) Ltd. is 
regulated by JSE Securities Exchange South Africa, South African Reserve Bank and the Financial Services Board.  The investments and services contained herein are not 
available to private customers in South Africa.  The Product is made available in Taiwan through Citigroup Global Markets Inc. (Taipei Branch), which is regulated by 
Securities & Futures Bureau.  No portion of the report may be reproduced or quoted in Taiwan by the press or any other person.  No. 8 Manhattan Building, Hsin Yi Road, 
Section 5, Taipei 100, Taiwan.  The Product is made available in Thailand through Citicorp Securities (Thailand) Ltd., which is regulated by the Securities and Exchange 
Commission of Thailand.  18/F, 22/F and 29/F, 82 North Sathorn Road, Silom, Bangrak, Bangkok 10500, Thailand. The Product is made available in United Kingdom by 
Citigroup Global Markets Limited, which is authorised and regulated by Financial Services Authority.  This material may relate to investments or services of a person 
outside of the UK or to other matters which are not regulated by the FSA and further details as to where this may be the case are available upon request in respect of this 
material.  Citigroup Centre, Canada Square, Canary Wharf, London, E14 5LB.  The Product is made available in United States by Citigroup Global Markets Inc, which is 
regulated by NASD, NYSE and the US Securities and Exchange Commission.  388 Greenwich Street, New York, NY 10013.  Unless specified to the contrary, within EU Member 
States, the Product is made available by Citigroup Global Markets Limited, which is regulated by Financial Services Authority.  Many European regulators require that a firm 
must establish, implement and make available a policy for managing conflicts of interest arising as a result of publication or distribution of investment research. The 
policy applicable to Citi Investment Research's Products can be found at www.citigroupgeo.com.  Compensation of equity research analysts is determined by equity 
research management and Citigroup's senior management and is not linked to specific transactions or recommendations.  The Product may have been distributed 
simultaneously, in multiple formats, to the Firm's worldwide institutional and retail customers.  The Product is not to be construed as providing investment services in any 
jurisdiction where the provision of such services would not be permitted. Subject to the nature and contents of the Product, the investments described therein are subject to 
fluctuations in price and/or value and investors may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in 
value that could equal or exceed the amount invested. Certain investments contained in the Product may have tax implications for private customers whereby levels and 
basis of taxation may be subject to change. If in doubt, investors should seek advice from a tax adviser.  The Product does not purport to identify the nature of the specific 
market or other risks associated with a particular transaction.  Advice in the Product is general and should not be construed as personal advice given it  has been prepared 
without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on the advice, consider the 
appropriateness of the advice, having regard to their objectives, financial situation and needs. Prior to acquiring any financial product, it is the client's responsibility to 
obtain the relevant offer document for the product and consider it before making a decision as to whether to purchase the product. 

This Product is not intended for distribution in Poland.  Any receipt or review of the Product in Poland is not authorized by the Firm. 

© 2007 Citigroup Global Markets Inc. (© Nikko Citigroup Limited, if this Product was prepared by it). Citi Investment Research is a division and service mark of Citigroup 
Global Markets Inc. and its affiliates and is used and registered throughout the world. Citigroup and the Umbrella Device are trademarks and service marks of Citigroup or 
its affiliates and are used and registered throughout the world. Nikko is a registered trademark of Nikko Cordial Corporation. All rights reserved. Any unauthorized use, 
duplication, redistribution or disclosure is prohibited by law and will result in prosecution. The information contained in the Product is intended solely for the recipient and 
may not be further distributed by the recipient. The Firm accepts no liability whatsoever for the actions of third parties. The Product may provide the addresses of, or 
contain hyperlinks to, websites. Except to the extent to which the Product refers to website material of the Firm, the Firm has not reviewed the linked site. Equally, except to 
the extent to which the Product refers to website material of the Firm, the Firm takes no responsibility for, and makes no representations or warranties whatsoever as to, the 
data and information contained therein.  Such address or hyperlink (including addresses or hyperlinks to website material of the Firm) is provided solely for your 
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convenience and information and the content of the linked site does not in anyway form part of this document.  Accessing such website or following such link through the 
Product or the website of the Firm shall be at your own risk and the Firm shall have no liability arising out of, or in connection with, any such referenced website. 

ADDITIONAL INFORMATION IS AVAILABLE UPON REQUEST 



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /All
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings true
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue true
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
    /CIRTradeGothic-Bold
    /CIRTradeGothic-BoldItalic
    /CIRTradeGothic-Cn
    /CIRTradeGothic-CnBold
    /CIRTradeGothic-CnBoldItalic
    /CIRTradeGothic-CnItalic
    /CIRTradeGothic-Light
    /CIRTradeGothic-LightItalic
    /Helvetica
    /Helvetica-Black
    /Helvetica-BlackOblique
    /Helvetica-Bold
    /Helvetica-BoldOblique
    /Helvetica-Condensed
    /Helvetica-Condensed-Black
    /Helvetica-Condensed-BlackObl
    /Helvetica-Condensed-Bold
    /Helvetica-Condensed-BoldObl
    /Helvetica-Condensed-Oblique
    /Helvetica-Narrow
    /Helvetica-Narrow-Bold
    /Helvetica-Narrow-BoldOblique
    /Helvetica-Narrow-Oblique
    /HelveticaNeue-BoldCond
    /HelveticaNeue-BoldCondObl
    /HelveticaNeue-Condensed
    /HelveticaNeue-CondensedObl
    /HelveticaNeue-Heavy
    /HelveticaNeue-HeavyCond
    /HelveticaNeue-HeavyCondObl
    /HelveticaNeue-HeavyItalic
    /HelveticaNeue-Light
    /HelveticaNeue-LightCond
    /HelveticaNeue-LightCondObl
    /HelveticaNeue-LightItalic
    /HelveticaNeue-Medium
    /HelveticaNeue-MediumCond
    /HelveticaNeue-MediumCondObl
    /HelveticaNeue-MediumItalic
    /Helvetica-Oblique
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 2.40
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 2.40
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000500044004600206587686353ef901a8fc7684c976262535370673a548c002000700072006f006f00660065007200208fdb884c9ad88d2891cf62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef653ef5728684c9762537088686a5f548c002000700072006f006f00660065007200204e0a73725f979ad854c18cea7684521753706548679c300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA <>
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020b370c2a4d06cd0d10020d504b9b0d1300020bc0f0020ad50c815ae30c5d0c11c0020ace0d488c9c8b85c0020c778c1c4d560002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken voor kwaliteitsafdrukken op desktopprinters en proofers. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents for quality printing on desktop printers and proofers.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks false
      /AddPageInfo false
      /AddRegMarks false
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /NA
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles true
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /NA
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /LeaveUntagged
      /UseDocumentBleed false
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


